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ABSTRACT Public Private Partnership helps to find solution for international cooperation and formation of 

international financial relations. PPP is able to provide users with quality services for the minimal price. Partici-

pants of the regional cooperation needs to take into consideration international experience, which contributes to 

the economic development of the country. Analysis of the best practices and ways of its implementation is pre-

sented in the article. 

AННОТАЦИЯ Частно-государственное партнерство способствует поддержке международных эко-

номических связей и формированию региональных финансовых отношений. ЧГП создает условия предо-

ставления пользователям качественных услуг по минимальной стоимости. Сторонам регионального со-

трудничества необходимо учитывать международный опыт, который способствует развитию националь-

ной экономики. Анализ лучших мировых практик и возможности их использования представлен в статье. 
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Introduction 

Any country, which is a member of the integrated 

economic alliance, chose the route towards internation-

alisation, cooperation economic integration and mod-

ernisation mainly in the key sectors of national econ-

omy. That principle is quite typical for developing 

countries that are setting up programs of economic and 

financial development and doing its best for promoting 

international cooperation. Priorities are economic de-

velopment and governmental support backed by coop-

eration between public and private entities. The con-

temporary approach of governments in emerging mar-

kets is as following: public private partnership (PPP) is 

a platform where public and private investors come to-

gether to find mutually beneficial resolution of finan-

cial and economic problems. It is important to note that 

PPP does not favour any transfer of assets from public 

to private entities. For the government – the aim is to 

solve social and economic problems, for private entity 

– the aim is profit maximisation. Practice in USA, Ja-

pan and other European countries has shown that obli-

gation and risks are successfully distributed within PPP 

interaction if the project is individually structured and 

monitored by implementation schedule. Essential PPP 

business model is a partnership, which is implemented 

within responsible involvement of both sides in a pro-

ject of social interest and valued outcome. As a result, 

PPP is beneficial for all parties, involved in the project. 

For public authorities and business entities, it is an op-

portunity for economic modernisation and develop-

ment. 

Literature review 

The theory of fiscal federalism identifies main 

functions for the public sector: macroeconomic stabili-

zation, income distribution and resource allocation 

(Oates, 1999) [1]. The problem of fiscal decentraliza-

tion in developing countries are carefully studied by 

Fukasaku and de Mello, Manor, Crook and Manor 

(1998 - 1999), that tried to give reason to the restruc-

turing of government and market functions. Some 

scholars within the public choice school consider that 

decentralization tends to increase competition among 

jurisdictions (Brennan and Buchanan, 1980; Breton, 

1989). Anyway, in globalized economy developing 

countries (Ahmad, 1997) require the mechanism of in-

tergovernmental grants transfers. Thus, the intergov-

ernmental financial institutions can contribute to it, 

supplying the country-members with unconditional, 

conditional and equalization grants (Brosio, 2000). 

There is no denying the fact, that only international ex-

perience can provide useful methods for policy makers 

(Bird and Vaillancourt 1998), but the approach of lais-

sez-faire or market fundamentalism has a week poten-

tial to solve most economic and social problems 

(Stiglitz, 1998). George Soros in “The Crisis of Global 

Capitalism” (1998) that trusts in a free market mecha-

nism popularized market fundamentalism. That is a 

privilege of a genius, but practice has proved the ap-

proach of J. E. Stiglitz, who criticized the IMF, advo-

cating a set of policies, which is generally referred to 

the market fundamentalism, “based on an incorrect un-

derstanding of economic theory and as an inadequate 

interpretation of the historical data." The correct under-

standing means reasonable regulation and cooperation 
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in solving problems and meeting new challenges. There 

is an on-going process of reengineering international 

cooperation within globalized economic environment. 

The speed of cooperation depends on macro and micro-

economic factors, as well as participation in the global 

market, supply of the products and political support. 

Mutual aims of any government are linked with eco-

nomic and social developments, as well as successful 

production, safe banking, financial stability and effec-

tive debt management, which is the main feature of 

globalization. The goals can be reached within interna-

tional cooperation. 

Methodology 
The mixed methods of research, that included con-

textual understanding like interviews or observations, 

were combined with facts and statistics that contributed 

to the investigation of the subject on multiple levels, 

gaining different views and a comprehensive look at the 

research. An applied mixed methodology led us to the 

integration of different theories and ideas. While carry-

ing out the qualitative research, there was a goal to ex-

plore specific phenomena, not to prove a prediction, ac-

cording to qualitative research methods. The assess-

ment of interviews, focus groups and observation of 

main developments and contract arrangements were 

also used to collect data. Used qualitative methods pro-

vided rich, contextual explorations of the topic that is 

culturally meaningful. 

Results 

The analyses of the materials resulted in the fol-

lowing. History of PPP can be broken down into the 

following stages: a) auto sourcing, where state asks pri-

vately owned institutions to find a solution to the prob-

lem for the specified fee. Scale of this relationship is 

shifted towards area of operations; b) project design, 

implementation and construction. In this type of rela-

tionship, emphasis is placed on co-operation. At the en-

trance level- cooperation of financial resources from 

private businesses, including subsidies, and at the final 

stage - full implementation; c) full public - private en-

tities relationship, based on individual contracts be-

tween public authorities and private institution, process 

of co-manufacturing, and co-implementation of spe-

cially designed projects, etc. These types of integration 

between public and private entities can be effective be-

tween two-party and multiple-parties relationship 

within the integrated alliance and its partners. This type 

of cooperation will aid economic modernisation, suc-

cessful production and consumption. However, it is 

necessary to be supported by political will, share of re-

sponsibilities, and transparency of transactions and 

clarity of goals. Based on prior experience, the most 

widely acceptable type of PPP is formation of 

jointfunds covering finance, insurance and tax promo-

tion, reconstruction, financial engineering, professional 

support within project implementation. Usually, some 

types of regional co-operation have a concessional 

base, where the government provides the entity with the 

right to use or develop resources (assets) on contractual 

basis. In USA – Canada case, for example, concessions, 

covering huge development projects are provided for 

over 99-year period. Special contractual relationship 

between the government and private institution of part-

ner countries facilitate achievement of desired results. 

The best example of this PPP co-operation can be found 

in Europe, where projects in different industrial 

spheres: transportation, energy, education, machinery, 

medical services, defence, regional development have 

been successfully implemented. Interesting to note the 

USA, European and Japanese experience in successful 

regional projects. They cover, but not limited to envi-

ronmental projects (recycling, water sanitation plants), 

construction of motorways and railways, airports, 

bridges, development of the infrastructure, construction 

of housing, energy efficiency, etc.  

The other type of “know how” comes from the 

Philippines, where government decided to invite na-

tional and international enterprises for implementation 

of large infrastructure development projects. CMB- JP 

Morgan, USA, provided financial assistance. 147 pub-

lic and private entities were involved in the project. It 

is important also to note the importance of PPP in re-

gional and small town development, when government 

provides grants/exemptions of taxation and insurance, 

which conveys favourable conditions for co-operation 

of the involved entities, that investigate risk appetite 

project delivery and use their wide professional 

knowledge in introducing products and services to meet 

consumer requirements. As a whole, the role of a public 

entity is to provide favourable conditions for project 

strategy application, including growth of creativity, in-

novation, transformation of financial, technological, 

social and other areas, connected with research and de-

velopment. The mentioned experience is worthwhile 

taking into consideration. 

British experts concluded that innovative PPP tra-

ditionally sets up its administrative procedures during 

the project application, depending on its specific busi-

ness needs. Project team members should develop and 

maintain business – process and contacts, as well as 

manage risks, depending on their expertise and involve-

ment in the project. The Government of developing 

countries take into consideration international experi-

ence, which concludes, that a specially designed agree-

ment between public and private entity facilitates the 

implementation of the project, specially within the ac-

tivity of small and medium size enterprises. Flexible 

projects terms and conditions and profound expertise 

support is of a real need. Actually, there are several 

stages of PPP formation: goals setting, analysis of pro-

ject’s specificity, development of roles/responsibilities, 

terms and conditions, adoption of goals (in accordance 

with different project areas), establishing of common 

objectives for the follow on periods, improvement of 

required rules, terms and conditions connected with 

new events, administration of the on-going project (tax 

policies, subsidies, guarantees, donations, structured fi-

nance) with possible involvement of international in-

vestors. PPP provides quality services to all users / 

members for a minimal compensation and available 

concessions. The co-operation schedule is applied to 

rubbish removal by the Chicago, USA municipal au-

thority and to hospital construction and medical ser-

vices in Birmingham, UK. PPP’s practice can be seen 



44  Евразийский Союз Ученых (ЕСУ) #10 (55), 2018  

in planning, construction and maintenance of San Di-

ego International University, California, USA. This 

project has been “working” for the past 45 years. The 

cost of this project is 38 billion USD. Construction of 

the site, technical support, café and library services 

were provided by private entities. Municipality partici-

pated in the project by tax exemptions during construc-

tion and operational period until the loan settlement. 

According to the PPP agreement, project expenses were 

split: 10% - international public institutions and 90% - 

private entities of partner countries. As a result - private 

financing, therefore, reducing budgetary burden and 

unemployment covered social needs. Project partici-

pants emphasise the necessity of having a result driven 

team especially in socially important area. Important 

lesson of PPP – meticulous choice of partners and open 

discussion of problems and solutions, which will guard 

members from unnecessary risks. Actually, prospects 

of regional cooperation in infrastructure development 

and machinery engineering possesses economic chal-

lenges, resolution of which need to involve prior world 

experience. The important role of public institutions 

within international cooperation in metallurgy should 

also be taken into consideration within emerging mar-

kets, stimulating social responsibility of business, sup-

porting the less advantageous institutions, developing 

harmonized practices, supporting innovations. In order 

to develop national economy of the integrated member 

countries it is necessary to harmonize regulatory sys-

tem towards specific forms of financing, costing of tan-

gible and technical resources, prevention of fraud, 

breaking terms and conditions of the contract, assis-

tance towards distribution and trade of producers, crea-

tion of efficient tax and business control system, sup-

porting continuous business administration base of mu-

tual projects. Actually, that is being done by the BRICS 

and Eurasian Union trade partners. Special attention is 

payed to strengthening the universal regulations, which 

stimulate the development of innovations – expensive, 

but important forthcoming segment of interstate econ-

omy that is constantly in demand. Experts of the Inter-

national Monetary Fund note that positive development 

tendencies in economies are connected with toughening 

of regulation base and correlation of financial systems 

of partner - countries. Process of modernization of 

global economy, backed by key sectors of economy is 

currently in motion. Effective solution of international 

cooperation is within PPP vehicle. 

Discussions: рublic support is a wheel for de-

velopment 

The experience has proved the conclusion of the 

key role of public institutions in economic and social 

development, which is due to the following: The gov-

ernment can successfully support development of im-

portant environmental, infrastructural, social and edu-

cational projects with the vital outcome for stakehold-

ers. Thus, the government compensates market 

discrepancies and shortfalls with the vast profit desire. 

More than that, intergovernmental initiatives positively 

influence supply and demand as well as through pricing 

policy regulate economic growth. Activity of market 

players is connected with a desire for self-sufficiency 

and achievement of quick results. Each business, indus-

try, region aspires to satisfaction of their own interests 

and is governed by “selfish” microstructural demands. 

Effective interstate relations among partner countries in 

the financial aria are able to provide productive co-ex-

istence of micro and macroeconomic interests based on 

PPP coexistence. Development of world financial mar-

kets distorts macroeconomic relations, which demand 

optimal governmental or intergovernmental involve-

ment that does not mean deep interference into the mar-

ket fluctuation, but concerns of the need of regulation 

and support in creation favourable conditions for eco-

nomic development and strengthening role of the coun-

try and its partners in the globalized economy. Thus, 

the current fundamental goals of any state is economic 

growth, production increase, and modernisation of sup-

ply and demand structure, innovations support, as well 

as social responsibility and fair competition of eco-

nomic entities. Actually, public institutions select ef-

fective vehicles for the macro and micro economic ad-

ministration, based on harmonization of financing 

standards, support of competitiveness and improve-

ment of standards of living. In its turn, expansion of fi-

nancial relations between partner - countries requires 

adherence to the following rules: democratic approach 

towards restructuring, provision of interstate admin-

istration and legal support, stimulation of co-operation 

on the PPP basis. In this case, special attention of allied 

unions, such as BRICS or Eurasian Union is to be payed 

to intergovernmental cooperation on the regional level 

that can contribute to the economic development of the 

country. It is worthwhile going along the way of co - 

financing and providing concessions, guaranties, insur-

ance of export financing, distribution of goods and ser-

vices, intellectual resources, transparency of manage-

ment and support of innovations. It is also worthwhile 

using international experience of having intergovern-

mental control of pricing, quality of goods and services, 

management of key projects. Historically, creation of 

new approaches in international economic relations is 

connected with strengthening co-operation between 

public and private entities. Public institutions are in-

volved in financial, economic and social positioning of 

the country and use wide selection of resources, includ-

ing available technologies, such as budget manage-

ment, tax and insurance regulation, monetary policy, le-

gal system, etc. These types of intergovernmental in-

volvements must be considered, while selecting 

optimal solutions for current issues in regional partner-

ship, which possess a substantial potential for the part-

ner country economic support. 

Conclusions 

 Experience of the countries, including Russia, 

that have overcome consequences of financial market 

developments has shown that the most important chal-

lenge is the choice of mechanisms for restructuring and 

modernization as well as international cooperation. 

Economic interests are the essence of beneficial inter-

national regional relations, recognition of which de-

pends on political will. Intergovernmental support of 

entrepreneurs in Mongolia on PPP basis fully encour-

age optimal growth of the national economy as well as 

the economies of the partner – countries. 
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